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JuNE 4, 1952.—Ordered to be printed 


ING, from the Committee on Agriculture and Forestry, 
submitted the following 


{RN 1 1 1952 


REPORT 
(To accompany 8. 2115] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 2115) to continue the existing method of computing parity 
prices for basic agricultural commodities, having considered the same, 
report thereon with a recommendation that it do pass with an amend- 
ment. 

Amend the bill on line 7, after the word ‘date’, by inserting the 
following: “during the six-year period beginning January 1, 1950”’. 

S. 2115 was referred to a subcommittee which held he: arings on the 
bill and reported it back with the amendment recommended by your 
committee above. The report of the subcommittee is attached hereto 
as appendix A. 

The bill as introduced provided that the existing method of com- 
puting parity prices for basic agricultural commodities be continued 
indefinitely. ‘The law now provides that the parity price of any 
basic agricultural commodity shall be the higher of its parity prices 
computed under the old and new parity formulas through the year 
1953. The subcommittee amendment which has been approved by 
your committee would extend this provision two more years, that is, 
through 1955. 

Subsequent to the hearings on the bill, the Department of Agricul- 
ture submitted its views on the proposed amendment in a letter 
dated June 4, 1952, expressing general approval of the proposed 
extension of the dual parity system for the six basic commodities for 
two additional years. A copy of the letter is attached hereto as 
appendix B. 

Government price controls and other abnormal conditions growing 
out of the current defense mobilization efforts have upset normal 
market price trends. Without abandoning the objective of shifting 
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all farm products to the modernized parity as rapidly as is possible 
without causing economic hardships, the bill would assure producers 
of the basic crops against any sharp change in parity prices until 1956. 
It is hoped that normal market price forces will be operating again by 
that time, so that the shift from the old to the modernized parity 
formula can be made without serious hardship to anyone. 

Your committee views this legislation as particularly important 
at this time. Farmers are being asked to achieve record production 
goals in 1952 and similar record production will be needed in 1953 
and perhaps for several years. Without the enactment of S. 2115, 
large groups of producers face sharp reductions in the parity price for 
their product in 1954. Farmers cannot be expected to do their best 
productionwise unless such an adverse situation is prevented. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules-of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT Act or 1938, as AMENDED 


* * * + * « + 
Sec. 301 (a) (1) * * *. 
* * * * * + * 


(G) Notwithstanding the foregoing provisions of this section, the parity price 
for any basic agricultural commodity, as of any date during the [four-year }:siz- 
year period beginning January 1, 1950, shall not be less than its parity price com- 
puted in the manner used prior to the enactment of the Agricultural Act of 1949. 


APPENDIX A 


REpoRT OF THE SUBCOMMITYTER OF THE COMMITTEE ON AGRICULTURE AND 
Forestry ON 8. 2115, To Continve tHe ExistiInc Mrernop or ComputTinG 
Pariry Prices ror Basic AGRICULTURAL COMMODITIES 


Your subcommittee, appointed to consider 8, 2115, te continue the existing 
method of computing parity prices for basic agricultural commodities, submits 
the following report with the recommendation that the bill be enacted with the 
following amendment: 

In line 7, after the word ‘‘date’’, insert the following: “during the six-year 
period beginning January 1, 1950”. 


ANALYSIS 


Section 301 (a) (1) (G) of the Agricultural Adjustment Act of 1938, as amended, 
provides that during the 4-year period beginning January 1, 1950, the parity 
price for each of the basic commodities—corn, cotton, peanuts, rice, tobacco, and 
wheat—shall be not less than its parity price computed in the manner used prior 
to the enactment of the Agricultural Act of 1949. §S. 2115, as introduced and 
referred to your subcommittee, would have extended this provision permanently. 
With the amendment recommended by your subcommittee, 8. 2115 would extend 
this provision for 2 years, through December 31, 1955. 


STATEMENT 


At the time of enactment of the Agricultural Act of 1949, which added section 
301 (a) (1) (G) to the 1938 act, it was believed that a 4-year period would be 
sufficient to permit a gradual transition during which, as the trend then indicated, 
the ‘‘modernized’’ parity prices for the basic commodities would gradually 
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approach their ‘‘old’’ parity prices. However, since that time the Korean war 
has intervened and price and other economic controls have been provided by 
the Defense Production Act of 1950. The modernized parity prices for wheat, 
corn, and peanuts are still considerably below their “old” parity prices, and in 
view of the extent to which the economy is now controlled, it appears that the 
4-year period originally provided for in section 301 (a) (1) (G), does not allow 
sufficient. time for an orderly and gradual transition to the new parity formula. 
Your subcommittee therefore recommends that the 4-year period be extended 
to a 6-year period. For the reasons set out in the attached report from the 
Department of Agriculture, your subcommittee does. not believe that section 301 
(a) (1) (G) should be extended permanently. 


DEPARTMENTAL REPORT 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 13, 1952. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Dear Senator: This is in reply to your request of September 13 for a report on 
S. 2115, a bill to continue the existing method of computing parity prices for 
basic agricultural commodities. 

The proposed bill would amend section 301 (a) (1) (G) of the Agricultural 
Adjustment Act of 1938, as amended, relating to the parity price to be used for 
the six basic commodities—cotton, wheat, corn, rice, tobacco, an peanuts. 
Section 301 now requires that during the 4-year period beginning January 1, 1950, 
the parity price used for any basic commodity shall not be less than the parity 
price computed in the manner used prior to the enactment of the Agricultural Act 
of 1949, even though a new or Modernized method of computing parity price was 
authorized by the Agricultural Act of 1949, effective January 1, 1950. The 
proposed bill would change this requirement from one limited to 4 years to a per- 
manent requirement. 

The effect of S. 2115 would be to make permanent the requirement that the 
parity price for a basic commodity shall be the new parity or the old parity, which- 
ever is higher. However, it would not affect parity prices for basic commodities 
until January 1, 1954, because present legislation requires the use of the higher 
of new or old parity through that date. 

In the absence of the proposed bill, beginning in January 1954 the parity price 
for all basic commodities would be computed on the basis of the new method which 
has been used since January 1950 for most commodities. The change-over at 
that time from the use of the old or new parity price, whichever is higher, to a new 
parity price basis probably would affect only four of the six basic commodities— 
wheat, peanuts, cotton, and corn. Currently, parity prices for both rice and 
tobaceo.are computed on the basis of new parity since the new parity is higher 
than the old parity.. Parity prices for the six basic commodities at the start of 
the marketing season in 1950 and 1951—the 2 years in which the present section 
301 has been in operation—are shown in the enclosed table. This table indicates 
for each basic commodity the old and new parity price and the effective parity 
price, that is, the higher of the old or new parity. 

The current temporary provision, which the proposed bill would make perma- 
nent, has resulted in criticism of the parity-price concept. This criticism has been 
based largely on the contention that the use of the higher of two parity standards 
defeats the purpose of parity price, and parity becomes a means of influencing 
the level of price support rather than a standard used to measure the degree to 
which. farm prices are in line with what Congress has defined as a fair goal or 
objective. his criticism is of concern to the Department because it has had 
repercussions-on the price-support programs. 

Under these circumstances, the Department is of the opinion that legislation 
which prohibits a change-over to the new method of computing parity, other than 
legislation aimed at providing a transition from the old to the new method in a 
manner which will minimize the effects of the change-over on producers, has more 
disadvantages than it has advantages looking at the legislation from the stand- 
point of the entire agricultural program. The proposed bill would not permit 
such a change-aver, since it would require the use of the old parity indefinitely 
in those cases where old parity is above new parity. While the nonbasic com- 
modities will all be based upon the modernized parity basis within a relatively 
short time, the present bill would require the Department to compute the old 
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and new parity prices for the six basic commodities for an indefinite period and 
to always use the higher of the old or new parity. 

If it is the desire of Congress that the price-support level for any or all of the 
basic commodities affected by this legislation be maintained at levels higher than 
those for other commodities, we believe that a more desirable approach to the 
problem would be to alter the basic legislation governing the percentage of parity 
at which commodities are to be supported, rather than to establish a different 
method of computing parity for these commodities. This direct approach would 
enable the issue of the need for a higher level of support to be clearly brought out 
and discussed. It also would avoid undue criticism of the parity standard which, 
for so many years, has been the cornerstone of our agricultural programs. 

The Department does not recommend that 8. 2115 be passed. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 

Sincerely yours, 
CHARLES F. BRANNAN, Secretary. 


Old parity, modernized parity, and effective parity prices for 6 basic commodities at 
start of marketing season, 1950 and 1951 crops 
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ApPpENDIx B 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., June 4, 1952 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Dear Senator: On April 18, in connection with my testimony before your 
committee on S. 2115, a bill to continue the existing method of computing parity 
prices for basic agricultural commodities, I indicated that there was» merit” 
delaying the shift from the ‘‘old’”’ to the ‘“‘new”’ parity price until the emergency 
is over. As requested by your committee, I am furnishing additional informa- 
tion as to why this shift should be delayed. 

The Agricultural Act of 1949 provides that the parity price for any basic agri- 
cultural commodity during a 4-year period beginning January 1, 1950, shall not 
be less than the parity price computed according to the formula in effect prior 
to the enactment of the Agricultural Act of 1949. The practical effect of this 
provision is that the effective parity price of the basic commodities through 
1953 is the “old” or ‘‘new”’ parity, whichever is higher. 

In October 1949, when the Agricultural Act of 1949 was approved, “‘new’’ 
parity prices were lower than the “old” parity prices for wheat, corn, cotton, and 
peanuts. However, there appeared to be at least a fair possibility that the gap 
between the ‘‘old’’ and ‘ ‘new”’ parity prices for these commodities would narrow 
during the 4-year period specified. The possibility that the gap would narrow 
was based on an assumption that the general level of prices received by farmers 
would continue to decline and that prices of wheat, corn, and cotton, buttressed 
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by price supports and production adjustment measures, would be at least as high 
if not higher in relation to parity than the general level of agricultural prices. 

These price prospects did not materialize to a large extent due to the emergency 
which arose with the outbreak of hostilities in Korea. Actually, the general level 
of agricultural prices started increasing in early 1950 and it increased sharply 
after the Korean outbreak. 

Production plans also had to be altered due to the emergency. High-level 
production again became necessary to take care of increased current needs and to 
replenish reserve stocks. 

Farmers responded to the Government’s request for high-level production of 
certain major commodities. Production of some commodities went up more 
than others. Price changes varied between commodities. For example, prices 
of livestock items went up sharply as compared with most of the basic commodities. 

Under these emergency conditions, prices of corn, wheat, and peanuts did not 
advance as rapidly as did the general level of prices received by farmers: As a 
result, the general level of agricultural prices was more favorable in relation to 
parity in both 1950 and in 1951 than were prices of wheat, corn, and peanuts 
relative to parity. This situation is continuing in 1952. 

In other words, as a result of developments arising from the emergency, the 
prospect that the gap between “‘old’’ and ‘‘new’’ parity price would narrow has 
not materialized. 

“Old”’ parity prices for wheat, corn, cotton, and peanuts have been higher than 
the ‘‘new”’ parity prices all during the period since 1950. This is still true. It 
now appears fairly definite that by the end of 1953 ‘“‘old’’ parity prices will still be 
well above the “‘new”’ parity prices for wheat, corn, and peanuts. 

It seems unwise to permit a sharp drop in the price support levels for the basic 
commodities at a time when farmers are being asked to increase and maintain 
production during an emergency period. One way to avoid this would be to 
continue to use the ‘“‘old’’ or ‘“‘new’’ parity price through 1955. 

Sincerely yours, 
CHaRLEs F, BRANNAN, Secretary. 


O 





